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Arabs Zura On Oil Valve 


/\rab oil should start flowing toward the US 
soon. The amount immediately available will re- 
store a major part of the oil received from A^ab 
sources before shipments to the US were em- 
bargoed last October during the Middle East war. 


After the announcement on March 18 of the 
Arab decision to lift the embargo, Saudi Arabian 
Oil Minister Yamani told newsmen that his coun- 
try's production will be increased immediately by 
more than 1 million barrels per day. Most of the 
increase, he said, will go to the US. If Saudi 
output does go up by that amount, production 
will be about at the level that prevailed last Sep- 
tember. 

Production can be increased immediately, 
and there is substantial tanker tonnage available 
in the Persian Gulf. The normal transit time be- 
tween the gulf and the US is 35-40 days. Furthei- 
more, a small number of tankers en route to other 
destinations may be diverted to the US. Addi- 
tional supplies could begin to reach the consumer 
even sooner, because refiners and distributors 
may be more willing to draw down stocks in 
anticipation of greater crude oil supplies. 


The increase in production should exert fur- 
ther downward pressure on crude prices. The full 
impact will depend on the extent to which US oil 
consumption increases in response to the lifting 
of Arab restrictions. Auctions by producer gov- 
ernments in recent weeks have brought lower 
offers than the governments had expected. 

The refusal of Iraq, Libya, and Syria to join 
in ending the embargo will have little effect on 
world oil supplies. Iraq never did cut production 
and did not participate in the meetings of Arab 
oil ministers in Tripoli and Vienna at which the 
embargo was ended. Libyan production is only 
about 200,000 barrels per day below its Septem- 
ber level. Prior to the embargo, the US received 
about 350,000 barrels per day from Libya. Syria, 
a minor producer, does not export oil to the US. 


The agreement announced in Vienna also 
provides for increased amounts of oil for Italy 
and West Germany, and for individual members 
to increase production to the level necessary to 
implement the various decisions. Yamani said, 
however, that the embargo on the Netherlands 
would not be lifted. 
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^ The announcement by the Arab oil ministers 
.ollowed a decision on March 17 by the 12-nation 
Organization of Petroleum Exporting Countries 
to maintain current posted prices during the next 
quarter. OPEC’s decision was a compromise be- 
tween Saudi Arabia, which had hoped to lower 
prices, and Algeria and Libya, which had pressed 
for still higher prices. 


None of the Vienna agreements were easily 
reached, primarily because the oil-producing 
countries are awam that any substantial increase 
in production must ultimately lead to lower 
prices. Although current Arab production is only 
88 percent of the September 1973 level, world 
crude prices have been softening for several weeks 
as adjustments to the earlier price hikes curbed 
demand. 

The Arabs’ inclusion of a provision for a 
review on June 1 of the decision to lift the 
embargo against the US means they have not 
foreclosed use of oil as a political weapon in the 
future. The Egyptians and the Saudis, however 
had concluded that the time had come to make a 
gesture of recognition to the US for its diplomatic 
efforts that led to disengagement on the Egyp- 
tian-lsraeli front and to encourage Washington to 
press ahead in working toward a comprehensive 
settlement. They worked hard for a united front 
on this stand, but finally failed to bring along the 
Syrians and Libyans. The hard-lining Algerians 
were persuaded to go along with the majority, but 
apparently only after some tough bargaining. The 
Algerians had earlier argued for the review 
proviso, and its inclusion in the agreement was 
probably at their insistence. 

Egypt’s failure to achieve unanimity was a 
setback for President Sadat, although not an 
unexpected one; he has tried to minimize the 
importance of Arab differences. Cairo’s authorita- 
tive Middle East News Agency went to some 
lengths to play down the dissenting positions of 
Syria and Libya. 


Damascus has said nothing 
puDiicly. President Asad almost certainly believes 



that the move has hurt Syria's negotiating posi- 
hon, just as he believes his interests were damaged 
by Egypt's earlier decisions to exchange POWs 
and to agree to a disengagement of forces in the 
Sinai. If no progress is made on a separation of 
forces agreement on the Golan front, Asad will 
probably press Saudi Arabia and Egypt to reim- 
pose the embargo in June. In the meantime. I 
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Throughout the debate among the Arab oil 
ministers, the Libyans apparently avoided ob- 
structionist tactics in an effort to preserve their 
uneasy rapprochement with the Egyptians and 
the Saudis. Syria's firm opposition, however, pro- 
vided the Libyans with a convenient justification 
for finally rejecting the majority decision. Al- 
though sharply critical of the announcement from 
Vienna, Tripoli has focused its objections on the 
timing of the decision rather than on the issues; 
by thus qualifying its dissent, Tripoli has left 
itself some leeway for future moves. I 
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Europeans Unsure of US Aims 


The governments of the nine EC members 
have reacted publicly with restraint to recent ex- 
pressions of US displeasureHncluding the Presi- 
dent’s criticism in Chicago last week— with the 
inadequacy of political consultations between the 
Nine and the US. 


Several of France's partners have acknowl- 
edged the need to consult more fully with Wash- 
ington on pending community political decisions. 
There are, nevertheless, no signs that agreement 
among the Nine on a procedure for such consul- 
tations vill be any easier to find now than during 
the lengthy discussions leading to the framing of 
the draft US-EC declaration that did not meet US 
requirements. Rather than encouraging France’s 
partners to isolate Paris on the issue of relations 
with the US, the trans-Atlantic tensions seem to 
have increased their wariness of an open con- 
frontation with Paris. 


The problem of reconciling the wish of most 
of the Nine to preserve close ties with the US 
with their intention of preserving the integrity of 
a ’’European" decision-making process is not 
made easier by the shaky position in which many 
of the community governments find themselves 
today. The Labor government in Britain Is taking 
pains to disavow any ’’struggle against America,” 
but London’s decision to try to negotiate better 
terms for UK membership in the EC—rather than 
threatening to withdraw— implies an intention to 
stick with its EC partners, including France. Al- 
though the Nine are unlikely soon to agree on any 
new suggestions for improving US-European 
consultations. Chancellor Brandt is reportedly 
drafting a reply to the US— after talks with the 
other EC members— in order to keep a dialogue 
open. 


President Nixon’s remarks in Houston this 
week, reaffirming his personal opposition to any 
unilateral US withdrawal of troops from Europe, 
have generally been greeted in Europe as a concili- 
atory gesture and a move to relax the charged 
trans-Atlantic atmosphere. But even if they are 
now less inclined to term the US stand an ultima- 
tum, European commentators still perceive Wash- 
ington’s position as a challenge to Western Eu- 
rope. Conciliatory sounds from both Washington 
and Paris, it is recognized, have not changed the 
substance of the debate. 


Moreover, there has already been some Euro- 
pean comment alleging a US ’’carrot and stick” 
approach to Europe. Such allegations reflect a 
lingering uncertainty over what the US specifi- 
cally wants, short of becoming a de facto member 
of the community. There are still suspicions that 
the US requires an impossible choice be made 
between European unity and ties to the US. 


France, for its part, may now be as inter- 
ested in keeping trans-Atlantic quarreling within 
bounds as any of its EC partners, since to do 
otherwise would undermine Paris’ aim of demon- 
strating that all the Europeans are in the same 
boat vis-a-vis the US. There are signs that the 
French may in fact welcome a breather from 
US-European polemics in order to launch a series 
of proposals ostensibly aimed at reinvigorating 
movers, ent toward European unity. With the EC 
under pressure from the outside, its traditional 
decision-making processes stagnating, and leader- 
ship from the other members lacking, Paris may 
hope— by making apparent concessions to Euro- 
pean solidarity— to have a better chance of 
shaping European institutions more to its liking. 
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Israel-Syria 


The Golan Front 


Clashes of increasing intensity occurred daily 
mis week between Israeli and Syrian forces on the 
Golan front. Both sides have admitted casualties 
in the exchanges, which have lasted as long as 
nine hours and have involved machine-gun 
mortar, rocket, tank, and artillery fire. 


Official Israeli statements have reflected con- 
cern over the growing level of hostilities, but 
ovepll.J he comment has been relatively m'oder- 


Measured Step Toward Negotiationr. 


Despite the artillery exchanges on the Golan 
Heights this week, Syria and Israel moved a step 
closer to negotiations on a separation of forces. 
Tel Aviv announced that Minister of Defense 
Dayan will come to Washington on March 29 to 
handle the next exchange of proposals on disen- 
gagement. Damascus has reportedly named 
Brigadier General Hikmat Shihabi, chief of mili- 
tary intelligence, as its delegate to the talks, but 
he is unlikely to come to Washington while Dayan 


IS in town. Secretary Kissinger will act as inter- 
mediary and is expected to meet with both 
parties separately after his return from Moscow 
late next week. 


In contrast to Dayan, General Shihabi is 
little known outside the Arab world. He has 
served as a negotiator before, however, and is said 
to be highly regarded by President Asad. Last 
June, for example, Shihabi was in charge of the 
talks that resulted in the reopening of the Syrian- 
Lebanese border. In addition to his intelligence 
duties, he is a member of the important Baath 
Party Military Committee and of the Syrian 
Army s Political Bureau. Shihabi speaks fluent 
Russian and English as well as some French. 



Speaking m Tel Aviv on March 18, Dayan called 
Syria's present terms for a disengagement “totally 
unacceptable," perhaps referring to Syria's re- 
ported calls for an Israeli withdrawal from the 
Golan Heig hts.] 


[Dayan claimed that Moscow was not doino^ 

nrnilW -l-rt ^ 


j— — - I . uvjirtu 

all It could to bring peace to the area and that the 
Soviets had the power to press Damascus into 
moderating its stand. 


The disposition of the town of al-Qunay- 
tirah, vyhich Israeli forces captured in 1967, may 
determine how much progress is made during the 
first phase of negotiations. Prime Minister Meir 
has repeatedly insisted that her government will 
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not “reward" Syria for its surprise attack last 
October by handing back territory captured in 
1967. The Syrians have been just as adamant 
about regaining at least some land lost then, in- 
cluding al-Qunaytirah. The town, once an im- 
portant administrative center in the area and the 
largest town on the Golan Heights, has acquired 
considerable symbolic importance to the Syrians, 
and especially to Asad, who is still under pressure 
at home to demonstrate that negotiations with 
Israel are worthwhile.! 


25X6 


Missile Boats to Red Sea 


The Israelis, in a long-planned move, are 
moving their two newest and largest missile patrol 
boats from the Mediterranean to the Red Sea. 
The deputy commander of the Israeli Navy in- 
formed the US naval attache in Tel Aviv that the 
boats were scheduled to reach South Africa late 
last week. They were expected to remain in port 
at Capetown for several days before continuing 
their 12,000-mlle voyage to Sharm-ash-Shayk on 
the southern tip of the Sinai. 
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CAMBODIA: SETBACKS AND SIHANOUK 


The Khmer Communists this week dealt the 
government its first significant setback of the year 
by capturing Oudong. Late in the week, a 
700-man Cambodian Army force was still holding 
on just outside Oudong, but insurgent troops had 
burned almost the entire town and had led off a 
large number of its 20,000 inhabitants. Govern- 
ment relief columns working then way toward 
Oudong from the north and east were stalled by 
stiff resistance. 

Although Oudong has little lactical im- 
portance, it is a recently created provincial capital 
and a former royal capital with religious and 
historical^ significance. Its capture on the anniver- 
sary of Sihanouk's overthrow provides the Com- 
munists with a much-needed victory to offset 
their recent poor showing ij-; the Phnom Penh 
area. I H 


In the far southwest, fighting has picked up 
around the isolated coastal city of Kampot, but 
government defenders there have held their 
ground. Reinforcements and supplies continue to 
arrive by air and sea, and government strength has 
grown to over 3,600. The Communists, who are 
proceeding cautiously, recently used 120-mm. 
mortars at Kampot. This is the first time the big 
mortars, which were part of recent North Vietna- 
mese arms deliveries, have been used in the war. 

A Familiar Refrain 

On the international front. Communist rep- 
resentatives have renewed their tough line on 
negotiations. Sihanouk himself, during a brief 
visit to the Pathet Lao headquarters in Sam Neua 
last week, took the opportunity to reject any new 
possibility of talks with the Lon No' government. 
He repeated the familiar line that any negotia- 
tions would have to be between his "government" 
and Washington. The Prince also lashed out at 
"bigger and stronger” countries, almost certainly 
China and the Soviet Union, which "prefer to 


compromise with American imperialism. ..if not 
literally throw themselves into its arms.” 
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LAOS: SOUVANNA PUSHES FOR COALITION 

Skillful political maneuvering by Prime Min- 
ister Souvanna appears to have significantly weak- 
r ?d resistance to his wjfforts to form a new coali- 
tion government. 

With his own letter of resignation in his 
pocket, Souvanna last weekend headed for Luang 
Prabang to seek reaffirmation of the King’s sup- 
port for his plan to form the coalition by direct 
royal investiture without prior ratification by the 
National Assembly. Although it is not yet certain 
that the King, a strict constitutionalist, un- 
equivocally approved Souvanna’s plan, he did 
endorse the Prime Minister's recommendation 
against the convocation of a special assembly 
session. A majority of deputies in the rightist- 
oriented legislature had demanded such a session 
to debate the constitutionality of 5ouvanna's 
proposed method of forming the now govern- 
ment. 


25X1 


SOUTH VIETNAM: MORE MILITARY MOVES 

Communist forces in the central highlands 
last weekend initiated some of the heaviest fight- 
ing since the cease-fire. Their attacks, directed 
against several government outposts near Kontum 
City, probably were in retaliation for government 
efforts to block an eastward expansion of the 
Communist logistics corridor. The South Viet- 
namese G2nd and 95th Ranger battalions, posi- 
tioned northeast of Kontum City, have been at- 
tempting to disrupt Comnumist efforts to con- 
nect a new road with an existing one. 


Over 100 government Rangers, who had 
been missing for three days, reported on March 
20 that up to half of the troops of the two 
government units may have been killed, including 
the commander and deputy of the 95th Battalion. 


To the south in Military Region 3, govern- 
ment officials believe that the Communists may 
be preparing for new military action before the 
end of the month. The South Vietnamese antic- 
ipate some form of reprisal for the successful 
government operation during February in the Ho 
Bo Words in Binh Duong Province as well as 
against other security operations in the region. 

I COSVN on 

March 5 banned all civilian activities along a road 
connecting Tay Ninh and Binh Duong provinces 
because of Communist military traffic. In addi- 
tion, ralliers reported in early March that a 
medical unit has been moved into the forward 
area of the border provinces northwest of Saigon 
and add itional food supplies are being sent there 
as well. I 
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PhilippineS’Mafaysia 

MORE WORDS OVER MUSLIM REBELS 
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Manila and Kuala Lumpur apparently are 
building toward another v/ar of words over 
alleged Malaysian support for Philippine Muslim 
rebels. President Marcos and his military advisers 
charge that outside military support channeled to 
Muslims through the Malaysian Borneo state of 
Sabah is a key factor enabling the rebels to resist 
armed forces efforts to end the fighting. 

Philippine officials have raised charges of 
Malaysian support to Muslim insurgents at various 
times in the past. In early 1973, Marcos created a 
diplomatic uproar that seemed to threaten the 
cohesion of the Association of Southeast Asian 
Nations— Malaysia, Singapore, Indonesia, Thai- 
land, and the Philippines. Marcos now believes 
that he has much better evidence of Malaysian 
involvement in the form of testimony by cap- 
tured rebels, who claim they were trained in Ma- 
laysia. The detainees reportedly assert that they 
were trained by persons they believed to be Ma- 
laysian military officers and that they were trans- 
ported in Malaysian military aircraft. 

Manila began the latest round by leaking to 
foreign journalists a story that it has proof that 
Malaysia is supplying arms and ammunition to the 
rebels. Philippine officials have shown some of 
this “evidence” to Saudi Arabian Foreign Minister 


Gaqqaf, who visited Manila last week, and to the 
US ambassador. Philippine officials also alluded 
to Malaysian Involvement during a briefing of 
foreign ambassadors held in early March. 

Marcos probably hopes his campaign to pre- 
sent the Philippines as the aggrieved party will 
serve a dual purpose. Other Southeast Asian 
states, principally Indonesia, may be persuaded in 
the interests of regional harmony to press Kuala 
Lumpur to curb support from Sabah to the 
rebels. In addition, Marcos hopes to discredit 
Malaysia in the eyes of other Islamic states, par- 
ticularly Arab oil producers, and thus undercut 
Malaysian agitation against Manila's treatment of 
its Muslim minority. 

Marcos is combining his anti-Malaysia cam- 
paign with a skillful cultivation of certain Middle 
East states, such as Saudi Arabia. He seeks to 
convince them that he Is making an honest effort 
to settle the Muslim problem but that outside 
interference makes this extremely difficult. 
Marcos obviously has his eye on the Islamic for- 
eign ministers’ conference scheduled for Kuala 
Lumpur in May, 

If Kuala Lumpur and Manila begin trading 
charges over the Muslims, Jakarta will 
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undoubtedly be drawn in because of its concern 
over the implications for regional stability and 
cooperation. Jakarta may try to revive the tripar- 
tite talks held in Hong Kong during 1973. At that 
time, Indonesia tried to act as an honest broker to 
settle the long-standing Philippine-Malaysian feud, 
but the talks broke down because neither side was 
prepared to compromise. p ^ I 
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BREZHNEV SPEAKS ON AGRICULTURE 

Speaking at the 20th anniversary of the start 
of Khrushchev's New Lands program, Soviet 
party leader Brezhnev unveiled a land-improve- 
ment program for the Russian Republic aimed at 
leveling off the large fluctuations in Soviet agri- 
cultural output. He also spoke of the need to 
modernize and simplify agriculture’s organiza- 
tional structure. Indicating that agriculture is a 
top-priority :iector, he warned that “national eco- 
nomic problems" must not tempt a diversion of 
resources from the farms. 

Brezhnev revealed that 35 billion rubles 
would be spent during 1976-00 in the first phase 
of a 15-year project to develop agriculture In the 
non-black soil region of the Russian Republic. 
This sum is equal to a fourth of planned agricul- 
tural investment during the current Five Year 
Plan. The new program will include traditional 
land-reclamation projectsHrrigation and drain- 
age— as well as increased supplies of mineral ferti- 
lizer and other agricultural chemicals. The plan 
covers 124 million acres, 79 million of which are 
arable and the rest useful for grazing. The crop 
area represents about 15 percent of total sown 
acreage and is about equal to the 70 million acres 
plowed up In the New Lands of Kazakhstan and 
Siberia. 

Although the non-black soil area has large 
tracts of boggy, uneven land, it has a high annual 
precipitation and responds well to the application 
of lime and mineral fertilizer. The Brezhnev agri- 
cultural programs of 1965 and 1970 got good 
results by providing more chemicals for this area, 
which has furnished more than one third of the 
increase in grain output in recent years. The new 
program h feasible only because the Soviets have 
been successful in boosting their output of 
mineral fertilizer. 



Brezhnev’s speech also hinted that some agri- 
cultural reorganization may take place in the near 
future. He noted that the Central Committee is 
now looking over suggestions for improvements 
from the grass roots. He endorsed such local-level 
experiments as agro-industrial and inter-farm or- 
ganizations, but warned that "hasty, artificial 
nudging and exertion of pressure" will not be 
tolerated. On the national level, he stated that the 
present structure of management has become 
over-complicated. Brezhnev called for "a unified 
approach" to all agricultural questions for the 
country as a whole and better coordination 
among the departments concerned with agricul- 
ture. At the same time, he stressed that central- 


On the other hand, the Soviets do not have a 
good record in implementing land-reclamation 
programs, however, and the Brezhnev plan is un- 
likely to work out as announced. In recent years, 
the amount of land that slipped into disuse ex- 
ceeds additions of newly reclaimed land. In any 
case, major benefits from the new program will 
not be realized before 1980. 


ized planned guidance must be balanced with 
operational independence for state and collective 
farms. These proposals echo in many ways the 
reorganization scheme currently under way in the 
industrial sector, namely, the creation of large, 
integrated production units at the local level and 
a streamlining at the national level. I 
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YUGOSLAVIA: TRIESTE AGAIN 


The current dispute between Belgrade and 
Rome over jurisdiction in the "Zone B" corridor 
south of Trieste will probably continue to be 
noisy for some time. Tito is not expected to alter 
Yugoslavia's long-held position, especially since 
his other neighbors could raise similar irredentist 
claims. He undoubtedly believes that maintaining 
a firm stand will help to ease this burden for his 
successors. 

Zone B came under Yugoslav administration 
under the terms of the Allied peace treaty with 
Italy in 1947 and of the London memorandum of 
understanding in 1954. Although Yugoslavia and 
Italy are both signatories to the London docu- 
ments, they have not signed any bilateral agree- 
ments on the border. Since the end of World War 
II, Italian rightists— who are particularly strong in 
the Trieste area— have blocked Rome's efforts to 
meet Belgrade's demands for official Italian recog- 
nition of Yugoslav jurisdiction over Zone B. In 
recent years, however, the Italians have been able 
to give Belgrade private assurances that no re- 
newed claims would be made. 

Rome apparently broke this pattern with an 
unpublicized note in mid-January which reas- 
serted Italian claims to the territory and protested 
Yugoslavia's posting of border signs in Zone B. 
Rome was apparently prompted to formalize its 
protest after Belgrade failed to respond to an oral 
request for an explanation. The request was 
triggered by parliamentary pressure from the neo- 
fascists. The government probably wanted to 
avoid neo-fascist grandstanding at a time when 
public confidence is at a low point due to the 
recent cabinet crisis and a major oil pay-off scan- 
dal. Although this note was subsequently recalled, 
Rome renewed its claim with another protest on 
March 11. Belgrade then made the quarrel public 
by issuing its own diplomatic protest and opening 
up the propaganda vents. 

Italian diplomats claim that Rome wants to 
soften the polemics by officially expressing its 
desire for good relations, but without fully with- 
drawing its territorial claim. Belgrade will prob- 
ably reject this because it leaves the Italian claim 
on the public record. As Rome prepared Its next 
move, the Yugoslav Government strongly 


denounced the Italian position on March 20. Bel- 
grade put the onus on Italy for "crushing" good 
bilateral relations and warned that Yugoslavia 
"knows how to defend its territory." 

For Tito, the problems posed by the Zone B 
controversy extend well beyond Italian-Yugoslav 
relations. Irredentism is an unpleasant backdrop 
to his efforts to ensure a smooth succession, and 
Tito almost certainly believes that he cannot ac- 
cept Rome's renewed claims to Zone B without 
inviting similar problems from Bulgaria. Al- 
though the Bulgarians do not make any direct 
claims on Yugoslav territory, Sofia steadfastly 
asserts that citizens of Yugoslavia's Macedonian 
Republic are Bulgarian by nationality. The Yugo- 
slavs have recently been extremely defensive 
about the Bulgarian position, which has also prob- 
ably undercut an improvement in bilateral rela- 
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ITALY: RUMOR TRIES AGAIN 

PriiDu Minister Rumor's now contcr-left yuv* 
ernmonl will probably survived forthcoming vole 
of confidence in parlidmonl. The odds, however, 
ore ogdiiist the coalition enduring mucti beyond 
the national referendum on the legalized div(jrce 
bill, schoduiod for May 12. 

The speed with which Rumor was able to 
pul the goveinrnenl back together after its dis- 
solution on March 2 indicates that the coalition 
partners merely papered over long-standing dif- 
ferences. With tf'iG divorce campaign already heat- 
ing up, the parties were reluctant to embark on 
the long negotiations usually required to formu- 
late a program and reshuffle cabinet portfolios. 

As a result, the new government looks and 
sounds very much like the old one. The major 
difference is that the Republican Party, which 
triggered the crisis by withdrawing from the gov- 
ernment after failing to resolve a dispute with the 
Socialists over economic policy, has refused to 
accept cabinet posts. The Republicans arc limiting 
their participation to support in parliament for a 
cabinet made up of the remaining three center- 
left pa.''tics'"Christian Democrats, Socialists, and 
Social Democrats. 

The new government has echoed its pred- 
ecessor’s pledge to give top priority +o the fight 
against Inflation and problems related to the 
energy shortage. Substantial progress is unlikc'y, 
however, since the dispute over how to achieve 
these goals remains unresolved. 

There Is already widespread talk of a new 
political "stocktaking” after the divorce refer- 
endum. Ir the meantime, the campaign leading up 
to the reierendum will probably have first call on 
political energies. The referendum will either con- 
firm or abrogate a 1970 law that legalized 
divoice, but moyt politicians are playing for 
higher stakes. 

Those who favor legalized divorce-including 
ail of the political parties except the Christian 
Democrats and neo-fascists-will portray the 
referendum as a challenge by the Catholic Church 



Rumor's dilemma -f;Vu solution ahead 


to individual civil rights. This alignment of forces 
will isolate the Christian Democrats from their 
coalition partners and allow the Communists to 
accuse the Christian Democrats of collusion with 
the neo-fascists. The Communists, who were 
stunned by the neo-fascists’ electoral gains in the 
early 1970s, will conduct their campaign as an 
anti-fascist crusade. 

Many politicians think that the referendum 
has turned into a personal battle between the 
loaders of the country’s two major parties - 
Christian Democrat Amintorc Fanfani and Cem- 
munist Enrico Borlinguor. Berlingucr, in a bid for 
a Communist role in the national government, has 
been arguing that the time is ripe for a rapproche- 
ment with the Christian Democrats. Ho thus tried 
to got Fanfani to go along with a plarj to cancel 
the referendum in order to avoid an open battle 
between the two parties, Fanfani ’s refusal to co- 
operate, however, has given substance to the con- 
cerns of more militant Communists who doubt 
the wisdom of Berlingucr’s call for a modus 
vivendi with the Christian Democrats. Even the 
Soviets have chided Berlingucr for fallitig into a 
trap set by Fanfani. 

In this atmosphere, it will be difficult for the 
Comrriunists to adopt once again the moderate 
line that gave Rumor’s previous government an 
extended breathing spell. The Communists still 
hope for an eventual deal with the Christian 
Democrats but, for the moment, the party line is 
one of “intransi gent” opposition to Rumor’s 
fragile coalition. Q 
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PRAGUE GIRDS AGAINST THE WEST 


Prague's growing attention Ic ideological dis- 
cipline reflects the domestic political danger: that 
the regime sees in dolonto. Czechoslovak media 
have slopped up their attacks on Western propo- 
sals for freer movomonl and on the corruptive 
nature of Wcslorn ideas and values. In addition, 
the regime has begun a “complex cadre assess- 
ment,’' that is, a review of the ideological and 
professional credentials of all personnel holding 
responsible positions In the party and stale bu- 
reaucracy. These moves are clearly designed to 
servo notice on all segments of the population 
that detente v^ill not bo allowed to erode the 
parly's control. 


Prague is evidently attempting to respond to 
Soviet calls for strict conformity throughouc East- 
ern Europe. In many respects, however, detente 
poses a unique problem to the Czechoslovak lead- 
ership. Unlike most other East European regimes, 
authorities in Prague must contend with a popula- 
tion that still cherishes Western democratic tradi- 
tions and has fresh memories of Dubcek’s '*social- 
ism with a human face." The leadership feels it 



must move offeclivoly to immunize or got rid of 
those in key positions who migfit bo susceptible 
to Western influences so that any increase in 
East-West contacts does not make the infection 
worse. 

In the effort to counter the Woslorn position 
on free movement, the Czechoslovak press has 
recently given much space to restating and de- 
fending the parly lino on the European security 
talks. The media have noted that Piaguo favors 
cultural exchanges but cannot permit “doliborate 
attempts” by forces in the West— including Radio 
Free Europe’s “hostile and anti-socialist propa- 
ganda”*-to undermine Czechoslovak sovereignly, 
laws, and customs. One recent article also charged 
that Washington was tying the extension of Amer- 
ican credits to the acceptance of propagandistic 
US films and cultural programs. 

The leadership’s rather formalistic approach 
to the campaign for ideological discipline is not 
likely to reduce the attracllvonoss of Western 
values among all segments of the population, 
especially the youth and dissident writers. The 
decision to conduct the cadre review will, how- 
ever, drive home the message to all parly rr am- 
bers that detente cannot m ean a relaxation in 
Czechoslovak political life. 
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Tho right wing mny hnvo boon bohind Iho 
rofusiil of Porluguoso corisors to nllow publlciilion 
nl homo of Caolnno’s stnlomont to a French nows 
weekly that ho would not resign, although other 
portions of his interview wore carried. President 
ThotTiaz's reluctance to prolong ttie present crisis 
by firing tho Prime Minister rtury protect Gaetano 
for the time being. 


25X6 


Tho sporadic military alerts of the past week 
have been lifted, but military and government 
officials arc concerned about the extent of dissent 
over tho firing of Costa Gomes and Spinola. 
Neither general appears to have been directly in- 
volved in tho revolt by some 200 officers and 
men, but the march on Lisbon belles the declara- 
tions of loyalty given last week by other senior 
military officers just before tho public announce- 
ment of tho dismissals. 


PORTUGAL: SUPPORTING THE RIGHT 

Tho sliort-livcd military revolt last week re- 
vealed dissent wilfiin the military over Portugal’s 
African policy and may have weakened Prime 
Minister Gaetano’s position. 

By agreeing earlier to tho dismissal of Gener- 
als Costa Gomes and Spinola, Prime Minister Gae- 
tano has increased his dependence on the ultra- 
right wing of tho Portuguese establishment— an 
clement he has never been popular wilfi in the 
past. They forced fiim to back down before when 
he tried to modify Portuguese African policy, 
maintaining that any relaxation would load to the 
loss of the overseas possessions. The ultra-right 
faction includes President Thomaz, the forty 
wealthiest families, and some high-ranking mili- 
tary officers. It is especially annoyed because 
Gaetano permitted the publication of Spinola’s 
book, and it probably will continue to suspect tho 
Prime Minister of wanting to create a federation 
of Portugal and its overseas provinces. 



Other signs of defiance wore evident last 
week when the alumni association of Lisbon Mili- 
tary Coltege awarded decorations to the two dis- 
missed generals and to Lt. Colonel Joao Bruno, a 
close associate of Spinola and a hero of action in 
Portuguese Guinea. In addition, botfi generals 
were elected to top offices in the alumni associa- 
tion. 

Tho government is treating the two generals 
with caution. Both arc free to corTic and go In 
Lisbon. Geiieral Spinola’s book urging a federa- 
tion with the African provinces— which set off the 
furor that led to the dismissals— is now being 
permitted to be sold In Lisbon bookshops. 

Tho government has, however, arrested Lt. 
Golonel Bruno along witfi some 30 other officers. 
According to press reports quoting informed mili- 
tary sources, the general commanding the Lisbon 
military academy and an admiral who is tho naval 
secretary of the Armed Forces Defense Staff have 
been dismissed in the aftermath rf tho abortive 
revolt. 

The regime may succeed in stilling dissent 
within tho armed forces and censoring public dis- 
cussion of overseas policy, but in so doing il only 
postpones the day of reckoning over its efforts to 
retain its African territories. I 
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SOUTH AFRICA: BANTUSTAIM INDEPENDENCE 

Triinskoi, the oldosl of Iho solf-govorning 
Iribnl hooio lands- Bonluslnns^croiilncJ within 
South Africa, tnay soon roquost indopondotico. 
Prime Minister Vorstor apparently has encouraged 
the move in order to sliow South African whites, 
who go to the polls next month, that the Bantus- 
tan program is working out to their advantage. It 
is doubtful, however, that the remaining tribal 
homelands could bo brought to accept independ- 
ence without concessions by Pretoria that would 
provoke serious white opposition. 


South Africa’s while rulers dovolopod the 
Bantustan program in die early 1960s to justify 
their policy of rigid aparlhoid'“-racial separation. 
An eventual transition to independent status has 
been a fooluro of the program from its Inception, 
although Pretoria expects the Bantustans to re- 
main completely dependent satolhtos. 

Transkoi has had an autonomous administra- 
tion since 1963. At its recent annual congress, the 
territory's loading political party resolved to 


South Africa: Bantustans 


Basotho Qwa Qwa 
! Bophuthatawana 
Ciskal 
Cazankulu 
! Kwazutu 
Labowa 
... i Swazi* 

Tranakal 
i Vanda 



Not yet self-governing 
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roquost indopondonco within Iho next five years. 
Last week. Transkoi's chief minister, Knisor 
Matanzima, inlroducnd an indopondonco resolu- 
tion in the Transkoi legislative assembly. 


In a private conversation with the US consul 
general In Durban, Matanzima stated that inde- 
pendence could come within two years. He em- 
phasized, however, that before his government 
would accept independence, Pretoria must turn 
over a small Indian Ocean seaport and other land 
parcels that have been tentatively promised. Ma- 
tanzima had previously assorted that Transkoi 
would not accept independence ur:til Pretoria 
ceded much more extensive territories that orig- 
inally belonged to the Transkei’s Xhosa tribe. 


At the party congress, Matanzima reportedly 
argued that Pretoria would increase its financial 
aid to Transkoi after independence because Prime 
Minister Vorstor wants the first independent Ban- 
tustan to become a "showcase," both to induce 
loaders of other Bantustans to roquost independ- 
ence, and to gain international approval for the 
Bantustan program. Those arguments apparently 
won over party members who had wanted to hold 
out until Transkei's maximum land claims wore 
mot. Matanzima’s hope of greater financial aid 
from Pretoria may be unrealistic, but Vorster is 
behoved to have assured him that modest terri- 
torial claims would bo readily granted as part of 
an independence settlement. 


Matanzima’s willingness to go forward on 
this basis with the implementation of the Bantus- 
tan program will be politically helpful to Prime 
Minister Vorster. With national elections sched- 
uled for April 24, he is especially eager to show 
white voters that he can mollify the Bantustan 
leaders with concessions that are far short of the 
swt*5ping demands they put forth in a manifesto 
last November, 


Early independence for Transkel would not 
necessarily hasten independence for the other 
seven homelands that now have some degree of 
self-government, but it could spur the demands of 
the leaders of the other Bantustans for consolida- 
tion of their fragmented territories. Transkel Is 
the only Bantustan that has a consolidated terri- 
torial base, and leaders of other homelands have a 


greater need than Matanzima to insist on major 
land transfers before Independence. Although Pre- 
toria has plans for a partial and very gradual 
consolidation of other Bantustans, actual land 
transfers have barely begun. The Vorster govern- 
ment is proceeding cautiously in order to mini- 
mize its financial burden and, more important, 
the opposition of white farmers who have to 
move from any lands transferred to the ho rne- 
lands. I I 


IRAQ-KURDS: TIME IS RUNNING OUT 


Iraq’s troubles with its Kurdish minority 
could soon erupt into serious fighting. Baghdad 
has given the Kurds until March 26 to accept its 
plan for limited autonomy. Kurdish leader Bar- 
zani has already rejected the plan publicly, and 
last week Kurdish forces seized several lra(H garri- 
sons near the Turkish border. Although there 
have been rumors of attempts to re-open talks 
between the two sides, no progress appears to 
have been made in resolving the impasse. 


Meanwhile, both sides are continuing mili- 
tary preparations. The government may first try 
to establish a puppet government in the Kurdish 
area. Such a government is likely to be opposed 
strongly by most Kurds, however, and if the gov- 
ernment ultimtTtely feels compelled to resort to 
ground and air attacks, the badly outnumbered 
and outgunned Kurdish rebels will be forced to 
relinquish population centers and take up new 
positions in the mountains where the terrain 
would be to their advantage. 


For several weeks now, many Kurds have 
been fleeing to the north, either to join the armed 
rebels or to seek refuge. These refugees could 
become a serious problem for tfie Kurds if the 
government decides to impose an economic 
blockade of the area, making it difficult to ac- 
quire clothing, food, and shelter. 
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PAKISTAN: CLOUDS ON THE HORIZON 

Ptimo Minisloi Bhullo's personal prestige is 
currently at an all-tirno high, largely as a result of 
the public relations dividends he gained from the 
Islamic summit conference in Lahore last mnnih. 
Recent deveioprnents in the Punjab and Baluchi- 
stan, however, could eventually cause problems 
for him and his ruling Pakistan People’s Party. 


Earlier this month, Mustafa Khar was re- 
placed as chief minister of Punjab Province by 
Mohammed Haneof Ramay, a move that in effect 
reversed the power positions of the two diverse 
political forces on which Bhutto’s party is based 
in the Punjab. Ramay, born in Lahore, represents 
the urban elite that is committed to social, eco- 
nomic, and land reform. Khar’s support has come 
mainly from the rural and conservative elements 



Bliutio 


of the province Although Khar reportedly will 
not challenge Ramay and the urban elite’s present 
control of the party apparatus, his supporters 
may not go aiong with him. In that event, the 
internal cohesion of the provincial party organiza- 
tion could face a serious tost. 


In Baluchistan Province, the plans of the 
People’s Party fur ending the governmental 
instability and tribal dissidence that have long 
tr iblod the area could bo up'ot by the party’s 
heavy-handed methods of strengthening iis posi- 
tion. Several members of the provincial assembly, 
who belong to the National Awami Party, the 
main opposition group, were recently jailed or 
forced into hiding and their scats declared vacant. 
By-elections for the vacated scats were boycotted 
by the National Awami Party, which charged that 
the government would manipulate the results in 
order to ensure the election of People’s Party 
candidates. The boycott apparently has given the 
People’s Party enough seats to establish firm con- 
trol over the provincial government, but at the 
cost of increasing the frustration and anger of the 
opposition. 


Prime Minister Bhntfo. for his part, is 
attempting to undercut the role of the traditional 
loaders of the Baluchi and Pathan tribes by 
imposing administrative changes in the province 
from Islamabad. These tribal loaders have gen- 
erally supported the opposition. 


In addition, the recent murder of an opposi- 
tion politician in Baluchistan may cause further 
trouble for Bhutto's party. The deputy speaker of 
the provincial assembly, v/ho was also a Pathan 
leader, was found dead on March 13. If his death 
can be traced to the People’s Party, other Pathan 
leaders and politicians in the province will be 
under strong pressure from their constituents to 
avenge the killing or risk losing popular support. 
In that eve nt, Baluchistan could beco me still 
more restive. I I 
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INDIA: GRIM ECONOMIC PROS >ECTS 

Tho outlook thii year for the doprossod 
Indian economy is grim. !nflat»on, stagnating 
industrial production and smallor-thnn-plannod 
increases in agricultural output continue to be 
major problems. Chronic trade imbalances are 
increasing because of soaring import costs-- 
especially for food grains, petroleum, and ferti- 
lizor—and slow export growth. Tho prospects for 
obtaining new foreign aid remain uncertain. 


Inflation is India’s major economic problem, 
with tho rate of inflation climbing to record levels 
in 1973. At the end of December, wholesale 
prices wore 26 percent i.igher than a year earlier. 
The principal cause of inflation— deficit financing 
of government expenditures— continues unabated. 
Slow industrial and agricultural growth also con- 
tinue to constrain supplies, which remain only 
slightly ahead of population increases. 


For tho immediate future, energy shortages will 
continue to hamper Industrial production. 


Agi .ultural production has recovered from 
l.ist year’s d^mal performance and food grain 
pi eduction probably will Increase about 10 
percent to 106 million t' s in the crop year 
ending Juno 30, 1974. ^ < ^put is still 10 million 
tons below planned levels, however, because of 
bad weather, crop disease, and fertilizer shortages. 
Grain stocks and indigenous government procure- 
ment efforts will uo inadequate to maintain the 
government's food grain distribution system until 
tho fall harvest. Nearly 2 million tons of grain 
imports, already contracted for this year, arc 
being delivered. More will be needed but high 
prices will curb sizable purchases for some time, 
unless New Delhi can obtain concessionary terms 
from sellers. 


The budget for the fiscal year beginning 
April 1 virtually Ignores the inflation problem. 
Expenditures are scheduled to incioasc 16 percent 
to $11.7 billion and tho deficit Is projected to 
move up 33 percent to $160 million. Tho ac.ual 
deficit last year was ton times that estimated, and 
this year it is again likely to be significantly 
greater than anticipated in the budget. 


Although exports increased about 20 per- 
cent In 1973, impo.ts increased 45 percent, 
creating about a $150-million trade deficit. New 
Delhi received virtually no new net private foreign 
investment and had to use foreign exchange 
reserves and borrow $75 million from tho Inter- 
national Monetary Fund to pay its bills. In 1974, 
the deficit will Increase as import costs continue 
fo rise. 


Industrial production stagnated in 1973. 
Hampered by energy shortages, transpoit bottle- 
necks, raw material shortages, labor strife, and 
reduced demand for capiical goods, there is little 
chance of recovery this year. In addition to 
recurring electric power deficiencies and coal 
shortages, petroleum is now in short supply. India 
imports 70 percent of its petroleum supplies. 
Increased domestic oil production hinges on the 
long-term success of exploratory drilling now 
under way offshore from Bomb.'^y. Renewed 
attention is now being given to coal, which has 
long been neglected despite sizable reserves. New 
Delhi’s efforts to counter energy shortages by 
cranking up domestic coal production and 
increasing petroleum exploration will take time. 


Import priorities have not yet been sorted 
out, but it is unlikely that imports will be 
dequate to accelerate production. Higher petro- 
leum and fertilizer prices in 1974 will cost India 
an additional $1 billion, the equivalent of one 
third of Its export earnings. India’. $1.1 billion 
International Monetary Fund quota and another 
$1.1 billion in foreign exchange reserves arc 
available, but New Deini is hesitant to draw down 
reserves or to go deeply into debt to the fund. 
The Free World Aid India Consortium will meet 
in June to consider new foreign aid. Most donors 
have been cautious, however, and the chances of 
India obtaining sharply increased aid arc no t 
good . 
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VErJEZUELA: TERRORISM COMEBACK 

LjMI'Wmhj (jx { i cmisl', ,ni: followiiuj (hioiigh 
on lluMj (f(M.I,u,)tioM of Will iUjiiinsI (Ikmiow pnvii- 
flnnl, Antin’', Pen,’/, iind ln', Ouinot nilit; 

A(Jion iidinini'.liiilion. Cliiiinintj In iio mh.in (Jikm* 
iillir. Indontjmtj lo thn on (l.iwt’d Riindt’i.i R()j,i .ind 
(Hinto (n’lo oi (j.ini/.ilion',, Ihonx hoini'i,', ,]*, Mimed 
cicdit loi till? i,r,h of ,iison ,ind Ixjinhintjs ,is well 
tis ti h.inU itihht’iy eoifuided wilh f^on?/’ 

tniHKjniiitmn. 


OoniLVitic ii'j well its US-owned huMnes',es in 
Mjveiiil Vene/neliin cities weie l.iitjets of llie lei- 
loiisls, who set flies tihit destfoyei! six stiuctuies 
of the l.iitiesl w.iiehou-.e t.omplex in C.ii.u:.is ,ind 
diim.i()ed .1 hicjli-i ist? .ip.Mlnienl hiiildmtj in tfie 
lily's i enter. In iiddilion, homhs weie found in ,1 
US-ow. i:d dep.iitmenl store ,ind in the tdficesof 
.1 US uit ( nmp,iny, Attempts (o pul out Iht? w.iie- 
house h!,i/e th<’ worst in Ciif Iiistory were 
Ir.impenMl foi .1 ImH? tiy snipn’is s.inntiruj frtrrn ,j 
nearby luw-i ost housintj projinl ,rt fiierrren <ind 
pi^hie. Niitioniil (jUiiid iind aimy lim.* )s were 
fiOiilly called m to n’stnr.' nider. 


I hr ()r.v<’f nmrrri**, njai lion tiers f.ii h. is been 
n'liitively low bey Inli.-rroi Minister Inns |^in(’ui,i 
Old,)/ lies been intjiiKj the iiumIi.i, p.n I k niai ly lln’ 
sensiilioriiilrst lebloid piess, not to give the ex- 
tremists Iht^ publicity they iin* seeUing. In his fust 
(iress conference. President Pore/ repcMlcrl the 
iidmomtion, diiiiecter i/ing the terrorism ,is llie 
work of .1 few with no f)olitic,il bjckimj. /d the 
Stiine time, Peic/ Wiirned Ihiit he would gr/e no 
(jUiiilei m cliimpiruj down on further outbursts, 
Goveinmcnt officMis believe tfuit the gueriilkis 
fiooe to provoke 1 repressive counter -leoc Iron 
from the new government lluit would unite llio 
now-divided leftist forces rn the country ond dt 
the Siime lime win publicity for Ihcrr moribund 
oigomzdtions. 


Lacking tlie men, the orgtinrzation, and Itie 
foreign support tficy received during the full-scale 
armed insurgency in tlie 1960s. Ific terrorists have 
nothing to gam but annihilation by openly baiting 


WurchmiM* cnmplcx hl;i/cs 

1 1 f f I trisf ar\ttn 

tlie fVre/ admiinstiation. Lven tlie leftist politic, it 
paitios. including the marxisl Movement to So* 
ciiihsm, have (mbhcly dissociated themselves from 
.Ire extremists, a fact acknowledged by President 
Perez when lie al>solved tfie legally eslabhslicd 
leftist parties of any connection with the terror- 
ists. 


Altliough some of the incidents could be the 
v jrk of common criminals, tficie rs little doutit 
Ifiat tfie level of guerrilla violence, as well as the 
announcements by groups claiming to be guer- 
rillas, has increased in recent days. Althougfi the 
extremists ire not capable of shaking the stability 
of the government, they can manage scattered 
acts of violence, wfuc h will probalily continue for 
tlie immediate future. 





Approved For Release 2009/05/01 : CIA-RDP85T00875R001 000040004-9 







Approved For Release 2009/05/01 : CIA-RDP85T00875R001 000040004-9 


25X1 


PERON LOOKS EASTWARD 


In an attempt to rolain Buonos Aims' 
inrhpotuiont outlook in ititornational alatlons, 
Juan Poron is souking to expand Aigontina's 
oconornir relations with the Communist world. 
Several Communist ttations have -esponded by 
agreeing to oKtond substantial amounts of long- 
term aid to Buenos Aires 

Romanian President C^ausoscu, during h's 
visit to Argentina in o.iriy March, signed a 
$100-miilion credit agreement, The credits, the 
largest by Bcjliarost to a South American coun- 


try. cover 

aid for agricultural, mining, and potro 


Rffcint Economic Agroflmenti with 

Communitt Cmintriof 

Jnnunry-Mnrch 1074 

Country 

Onto 

Typo of AqriM/rnent 

'M.’.lnvill 

I'l 1 c'ld u.dv r’ i 

I’nitiM nl nn c v|>,i(M|ini| 

I'l (ilinmii 1 ( ipprM.itmn 

1 r CUM' V 

f.I.iti h 

1 )»,»f 1 !■( 1 IIP uni' ,ihi| liM 

Mn ,il 1 1 K '1 1 , till m 

niciit 
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n >r, 1. 

I’l { it ( )' III 1 <n ^i.n II |ini| 

(iniiflui 1 li(i|ir|,|hiiM 

M. t. ' '(H,J 

f I'lint.dv )(» 

( .( If )\ I'l It II III (III M ll'lltl til 

I' ■ ♦Hi..i;,.j., ,,| 1 Miiprr.itiMn 


1 < tllM.HV 

M.ii itiiii, ti.iri- |M II t ,i'|iif 


I I lU(( P y 'i H ( 1* ru t,|l .p'lffi tlirtit lut 

• tin. ' 111 . .It, 1 ti*- iitiM .il 

I < It it^'f .(III It) 


M mil Mt 

Ai|r» cini nt nn i i 
;ft fill’ ,11)111 imiii 

,, 'pel, If 11 III 
.liy Iml'l 

M.m II «> H 

Aljfli'tlHIll 1 III 1 1 

in inif Ml ii| 

1 l| "U ,|t H III 

r.t.m II i M 

(/•'lilt .ll|n•l■nll■n 
n 1 1 III t <1 1 

(ill 'iiioo 

M.in It *1 5 

Ai|n rn n>nl i in n i 
1 l»upi'l .ltd 111 

ifiM 

i I’hiii.dv 

Ai)f.*iunrnl ( m M uni unii 
.in,l 1 1 unini ’ll i,il 1 1 mfn’Miiun 

i « hriMiy VJ 

Cnulit .KjiiM-nii ni nn sufiplv 

nl iM.ii hitmiy jikJ niiiipini'nl 

i ftmi.ir V f ? 

Ai|iv‘rmrnt nn m kmiIiIu 
l<’( lii.u .il < ()( ipi'fiilK m 


loum dovoloprnonl. A $37-million contract for 
Romanian oil-drilling equipment has already boon 
signed. 


In rnid-Fobruary, the USSR and Buenos 
Airos concluded a series of economic agreements 
that included credits, but the amount of aid was 
not fixed. Soviet financial assistance was offered 
for steel, petroleum, forestry, transport, power 
generation, and maritime industries. Soviet 
technicians already are considering a proposal to 
assist in the construction of a deep-water port in 
Patagonia, and Moscow is hoping to pr<;vido 
power-generating equipment for the prestigious 
Salto Grande hydroelectric project. Although 
Argentina has not yet accepted the Soviet bid ror 
$65 million, which is below the lowest Western 
bid, Moscow sweetened the offer with $10 mil- 
lion of credits to defray local construction and 
installation costs. 


Recent economic agreements with other 
Communist nations include the provision of 
credits by Czechoslovakia for power-generating 
equipment and the eventual establishment of a 
joint company to produce power equipment for 
iale in Argentina and elsewhere in Latin America. 
Poland has pledged assistance to Argentina's 
fishing, shipbuilding, and mining sectors, while 
Hungary currently is drafting a cooperation agree- 
ment for bauxite development and a plant to 
manufacture port equipment. 


Argentina's plans for industrial diversifica- 
tion mesh with Communist desires to reduce the 
deficit in their Argentine trade, which has 
averaged more than $50 million annually over the 
past three years. Peron, faced with $2 billion in 
debt-service payments to Western creditors 
through 1976, may view Communist long-term 
aid, repayable in goods, as a viable alternative to 
increased Western assistance. This merger of 
interests should lead to an eventual increase in the 25X1 
exchange of goods, technical and scientific in- 
formation. and po ssibly personnel. | H 
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TO RENEW TIES WITH BOLIVI/' 

Chilean junta chief Pinochet and Bolivian 
President Banzor agreed Iasi week to appoint a 
binational commission that will attempt to 
resolve major differences as a prelude to the 
renewal of diplomatic relations and economic 
cooperation. The commission will begin secret 
meetings In Uruguay within the next two months. 


The major stumbling block to an agreement 
could be Bolivian insistence on obtaining an out- 
let to the sea through Chile. The two nations 
broke relations more than a decade ago during a 
dispute over the use of common water resources. 
Even before that, however, ties had been strained 
for almost a century because of Bolivia's claims to 
territory on the Pacific coast conquered by Chile 
during the War of the Pacific. 


The cordial meeting of the presidents was 
arranged by Brazilian officials during the Inaugu- 
ration festivities in Brasilia. The new Geisel 
administration undoubtedly sees several benefits 
in improved relations: 

• both military regimes would be strength- 
ened; 

• even partial reconciliation would earn 
Brazil prestige as an international arbiter, 
since the two leaders met for the fiiit time on 
Brazilian soil; 

• a possible Chilean concession to Bolivia 
on access to the sea might involve internation- 
alization of a port in northern Chile, a devel- 
opment that Brazil views as an opportunity 
for economic gain and increased influence. 


A series of regional trade agreements Is 
reportedly being discussed at Chile's suggestion. 
Chile is concerned about Peruvian revanchism and 
Is anxious to attraci foreign investment to its 
northern border region, and the junta probably 


believes that a Brazilian economic stake in the 
area would help discourage Peruvian Incursions. 

SIX MONTHS LATER 

Pronouncements made on March 11 to mark 
six months of government by the armed forces 
and carabineros strongly reiterated their deter- 
mination to restructure Chile's political, eco- 
nomic, and social systems before allowing a 
return to civilian rule. 

The statements outlined plans for the crea- 
tion of a "social democracy" free of the partisan 
politics of the past. The military and police 
intend to eschew reliance on any organized polit- 
ical group. Instead, they will attempt to create 
their own base of mass popular support through a 



Pinochet 
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highly structured chain of command extending 
from the junta to neighborhood councils. Par- 
ticipation will be compulsory. 


Junta President Pinochet emphasized the 
regime's sympathy with the low-income groups 
that are bearing the brunt of the economic 
recovery program. Although he acknowledged 
that further privations lie ahead, he promised that 
"th^j same generation will reap the fruits of these 
sacrifices,” Pinochet also noted that new taxes 
will spread the burden more evenly and warned 
"those who seek only their own profits and 
Ignore their social duties” that drastic penalties 
will be Imposed for violations of economic regula- 
tions. 


Christian Democratic Party patriarch 
Eduardo Frei was the only living ex-president not 
present to hear Pinochet’s speech.* He had planned 
to attend but changed his mind following publica- 
tion of the junta's paper on social development, a 
portion of which strongly attacked his party. Frei 
was not appeased by a private message from 


Pinochet 





Pinochet turned down Frei’s request for a public 
presidential disavowal, but the press later carried 
a disclaimer from the junta. 


The Christian Democrats appear to have 
taken the incident philosophically, but they 
remain concerned over the machinations of those 
with a vested interest in bringing about an open 
break between the party and the junta 


GUATEMALA: ONWARD WITH LAUGERUD 


The Guatemalan Government, which seems 
to have stifled opposition to the disputed count 
in the election on March 3, is preparing to build a 
presidential image for General Kjell Laugerud, 
Vvho is slated to assume office on July 1. 


Guatemalans generally believe that Lauge- 
rud’s election was engineered by gross fraud, but 
the opposition's attempts to thwart a Laugerud 
victory by peaceful resistance have been ineffec- 
tive. Appeals by defeated candidate General 
Efrain Rios Montf for nationwide strikes have 
gone unanswered, and street demonstrations have 
been easily broken up by police. The army has 
been uneasy over the situation, but Its top gen- 
erals now appear to be backing the government, 
and coup rumors have subsided. 


25X1 


Rios' principal supporters in the left-of- 
center National Opposition Front are still urging 
the public to reject the "imposition of Lauge- 
rud,” but these efforts are likely to have little 
effect now that the Front is l eaderless. 


Meanwhile, the government reportedly is 


friendly congress to deal with. 



As in the presidential contest, Rios’ 


I I I I 1, I w I I 

wc..n the largest number of deputy seats. 
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